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The cover design symbolizes the Company’s overall 
growth — expanding activity in all areas of exploration 
and production and, in 1967, entry into the field of 
refining and marketing. 
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MAIN 
FEAIURES 


FINANCIAL 1967 1966 
Total income $25,265,000 $23,947,000 
Cash flow 175,132,000" ~ 16,953,000 
Per share 35.06 3-56 
Earnings for the year 6,853,000 6,378,000 
Per share 1.43 1.34 
Working capital 8,083,000 12,574,000 


Capital expenditures — cash 21,435,000 18,101,000 


OPERATING 


Net daily production 


Crude oil and 
condensate (barrels) 26,962 26,405 


Natural gas (mcf) Zoo r5 24,028 


DIRECTORS’ REPORT 
TO THE SHAREHOLDERS 


Canada’s Centennial year was a most eventful one 
for your Company. Gains were made in all areas of 
operations. The year was marked by a degree of diver- 
Sification, achieved by entry into the refining and 
marketing field. 


More complete detail of our activities is related 
in the main body of this report. | would like, however, 
to comment briefly on a few of the more important 
accomplishments during the year. 


Net production of crude oil and condensate 
averaged 26,962 barrels per day, an increase of 557 
barrels per day over the previous year. Earnings 
amounted to $6,853,000 in 1967, equivalent to $1.43 
per share, compared with $6,378,000, or $1.34 per 
share, for 1966. Cash flow generated from all sources 
amounted to $17,132,000, equivalent to $3.58 per 
share, compared with $16,953,000, or $3.56 per 
share, for 1966. The per-share figures are based on 
4,789,300 shares outstanding at December 31, 1967, 
compared with 4,768,050 shares as of December 31, 
1966. Major items, affecting our cash flow and earn- 
ings, were prorationing of production experienced in 
Saskatchewan during the year, particularly the last 
quarter, and the cost of the start-up of our refinery 
operations. 


Crude oil, condensate, gas, sulphur and liquefied 
petroleum gas reserves were increased. Especially 
notable this year are increases in the Company’s sul- 
phur and natural gas liquids reserves — the result 
of Kaybob South development. 


One of the more significant developments was the 
entry into the refining and marketing field. Our refinery 


February 12, 1968. 


at Prince George, British Columbia, went on stream in 


+ September, and at year end we had seven marketing 
» outlets in operation, thirteen in various stages of 
+ construction and twenty-four planned for 1968. The 
» refinery is performing well, and we are making every 
| effort to increase the market for its products. In this 
* regard, use of the new corporate identification will be 


valuable in developing sales. 


The capital budget which has been proposed for 
1968 exceeds $35,000,000, including $10,000,000 
for the exploration department. Also included is pro- 
vision for the Company’s share of the cost of the Kay- 
bob South gas processing plant. This plant will be 
constructed during 1968, so that full benefit from the 
very Substantial production, which is mentioned in 
detail elsewhere, will commence to accrue to the 
Company early in 1969. 


During the year, Mr. E. W. Scott resigned as Vice- 
President of Exploration and was replaced by Mr. C. W. 
Dumett, Jr. Also, in early 1967, Mr. E. M. Funkhouser, 
Vice-President, took early retirement. During the latter 
part of the year, Mr. James McDonald, Mr. R. H. Bun- 
gay and Mr. R. E. Dalbeck resigned as directors. The 
Company benefited markedly from the service rendered 
by all of these gentlemen. 


As usual, the success achieved by the Company 
is directly due to the efforts of the employees. We were 
most fortunate in staffing our refinery with well-quali- 
fied personnel, and we are continuing to build up our 
marketing organization. The directors welcome the 
new employees and extend their thanks to all em- 
ployees for their continued efforts toward the growth 
of the Company. 


By order of the Board 


PD 


President 
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REVIEW OF 
OPERATIONS 


7 EXPLORATION AND DEVELOPMENT 


Capital expenditures for development drilling 
and exploration were $10,972,000, compared with 
$12,424,000 in 1966. Although total expenditures 
were less than in the preceding year, the Company is 
increasing its efforts to discover and develop additional 
crude oil and natural gas reserves. During 1967, ex- 
ploration and development programs were conducted 
in the three western provinces and the Yukon. In addi- 
tion, exploration studies were carried out in several 
geologically attractive but relatively unexplored areas 
in the Northwest Territories and offshore. 


Drilling—Exploratory and development drilling expend- 
itures totalled $5,150,000, compared with $6,862,000 
in 1966. The drilling program included participation 
in 27 exploratory and 81 development wells in western 
Canada. The table below is a summary of this activity. 


The exploratory drilling program resulted in two 
oil and two gas discoveries. One oil discovery was in 


DRILLING OPERATIONS 1967 


EXPLORATORY WELLS 
Oil Gas Dry Total 


Gross Net Gross Net Gross Net Gross Net 


Alberta OR 
British Columbia . ; Ors 
Saskatchewan .... : _ - 
N.W. Territories .. 


Zu 0: 21. V5.0 


the Halfway sand in northeastern British Columbia and 
the other in the Cantuar sand in southwestern Sask- 
atchewan. Both oil discoveries adjoin good land posi- 
tions and may be of significance with further develop- 
ment. The gas discoveries were in remote areas of 
northeastern British Columbia and northern Alberta and 
will not have a market outlet for several years. 


Through development drilling, the Company par- 
ticipated in the extension of a number of existing fields. 
The more significant extensions are identified on the 
map at the end of the report. 


The southwest Saskatchewan program accounted 
for half the net development wells and resulted in 
modest extensions of several oil fields. 


Development drilling at Red Earth in northern 
Alberta established substantial new oil reserves as well 
as a new oil pool which will be developed in 1968. 


The Kaybob South gas condensate field was sig- 
nificantly enlarged by both Company and competitor 
drilling activity. Approximately 25 development wells 
are scheduled for this field in 1968. 


DEVELOPMENT WELLS 
Oil Gas Dry Total 


Gross Net Gross Net Gross Net Gross Net 
Alberta O85 12 23.0 Paes) 14.0 
British Columbia . 30197 22. 0:6 13 2.8 
Saskatchewan .... 13:02 10's 3.4 Lox 


22.4 3.9 VRe 


SK) 


A successful step-out well at Clarke Lake in 
northeastern British Columbia extended this major gas 
field to the southeast and substantially increased the 
Company’s gas reserves and production. 


In addition to wells in which the Company par- 
ticipated, 49 wells were drilled by other companies on 
or adjacent to Company lands and were supported by 
acreage contributions. This drilling resulted in two oil 
discoveries in Alberta, three oil discoveries in Sask- 
atchewan and one gas discovery in British Columbia. 
The discoveries do not appear significant, but the over- 
all program was of great assistance in evaluating 
Company land holdings. 


Geophysical— Geophysical expenditures increased to 
$356,000; from $1,633,000 in 1966, The geo- 
physical program was principally seismic with only 
minor expenditures for gravity and magnetometer ex- 
ploration. During the first half of the year, the program 
was directed to the Company’s extensive land holdings 
in northeastern British Columbia and in northern 
Alberta with emphasis on the general Rainbow and 
Zama Lake areas. The second half program was con- 


LAND HOLDINGS AT DECEMBER 31, 1967 


Permits and 
Reservations* 


Gross Net 


centrated on the Company’s large land holdings in 
Saskatchewan. 


Land Holdings—tThe Company’s land holdings totalled 
6,169,000 acres at the end of 1967. This represents 
an increase of 792,000 acres over the previous year 
end. During the year 1,220,000 acres were acquired 
at a cost of $2,491,000, and 500,000 acres were 
obtained through acquisitions that did not require 
bonus payments, but did, in part, involve future work 
obligations. The Company released its interests in 
639,000 acres after thorough geological and geo- 
physical evaluation, or by conversion of permits and 
reservations to petroleum and natural gas leases. A 
further 289,000 acres were farmed out to other com- 
panies in consideration for wells drilled on Company 
lands at no cost to the Company. 


In addition to lands acquired for oil and gas 
exploration, a 50,000 acre Bituminous Sands Prospect- 
ing Permit and a 50 per cent interest in two 100,000 
acre Sulphur Prospecting Permits were acquired in 
northern Alberta. The more important land acquisitions 
are indicated on the map at the end of the report. 


Leasehold Total 
Gross Net Gross Net 


Manitoba 


N.W.T., Yukon and 
Arctic Islands 


734,000 
390,000 
2,868,000 


2,010,000 
6,002,000 


515,000 
314,000 
2,559,000 


1,166,000 
4,554,000 


1,370,000 
1,253,000 
634,000 
3,000 


58,000 


3,318,000 


736,000 
498,000 
339,000 

1,500 


41,000 


1,615,500 


* Approximately 50% of the area of each permit or reservation may be converted to leases. 


2,104,000 
1,643,000 
3,502,000 

3,000 


2,068,000 


9,320,000 


1,251,000 
812,000 
2,898,000 
1,500 


1,207,000 


6,169,500 


PRODUCTION 


Net crude oil and condensate production in 1967 
averaged 26,962 barrels per day, an increase of 557 
barrels per day over the previous year. New wells com- 
pleted during the year, primarily at Red Earth in 
Alberta and at various fields in Saskatchewan, along 
with increases from secondary recovery projects, con- 
tributed to higher production. These gains, which 
totalled approximately 2,500 barrels a day, were largely 
offset by pipeline prorationing in both Saskatchewan 
and British Columbia which necessitated restriction of 
production for several months. It is anticipated that 
production of full allowables will be restored early in 
1968. 


The Company continued to place emphasis on 
enhanced recovery projects designed to improve cur- 
rent rates of oil production and increase the ultimate 
recovery of oil. A water-injection installation at East 
Peejay was placed in operation in April, 1967, which 
resulted in a 50% increase in production in that field. 
A waterflood program was commenced at the Kaybob 


South Triassic field during the year, and several 
secondary recovery projects in Saskatchewan were 
expanded, including the combustion drive (fireflood) 
at Battrum. 


In the spring of 1968, construction of a process- 
ing plant and related facilities will commence at the 
Kaybob South gas field. This plant will process the gas 
from the Beaverhill Lake reservoir for the recovery of 
propane, butane, condensate and sulphur. The residue 
gas will be returned to the reservoir. The plant is sche- 
duled to go on stream in December, 1968. Initial daily 
product recoveries will include 3,000 barrels of pro- 
pane, 2,700 barrels of butane, 12,400 barrels of con- 
densate and 1,000 long tons of sulphur. Union’s share 
of plant and production is approximately 35%. 


Natural gas sales in 1967 averaged 25,915 mcf 
per day, an increase of 8% over the 1966 sales of 
24,028 mcf per day. Approximately one-half of the 
Company’s gas production comes from the Clarke Lake 
field, and most of the remainder from various fields 
in Alberta. 


PRODUCTION OF CRUDE OIL AND CONDENSATE 1967 


Average net daily barrels 


ALBERTA 
Red Earth Others 
Kaybob South 
Virginia Hills 


Sturgeon Lake South ... 
Others SASKATCHEWAN 
Fosterton 


Battrum 
Success 
Cantuar 


BRITISH COLUMBIA 
Milligan 
East Peejay 


Steelman 
Hastings 


RESERVES 


The Company’s net proven reserves at the end of 
1967, with comparative figures for the previous year, 
are summarized in the table below: 

1967 1966 


Crude oil and 


condensate (bbls.)......... 143,937,000 133,079,000 


Natural gas liquids (bbls.) . 6,759,000 395,000 
Natural gas (mcf) ......... 405,796,000 403,274,000 
Sulphur (long tons) ...... 1,241,000 659,000 


These reserves were calculated by Company engi- 
neers, and include both developed and undeveloped, 
but do not include possible or probable additional 
reserves. 


Crude oil and condensate reserves were increased 
as the result of successful development drilling at Red 
Earth and Kaybob South and in Saskatchewan. 


Major additions to the natural gas liquids and 
sulphur reserves are the direct result of the develop- 
ment of the Kaybob South Beaverhill Lake reservoir. 


REFINING 


The Company’s new refinery, which is located at 
Prince George in north-central British Columbia, went 
into production in September and quickly reached full 
Operational status. Production has since been on a 
continuous basis, with the process units functioning 
satisfactorily at ambient temperatures as low as 30° F. 
below zero. 


The quality of gasolines, diesel fuels and heating 
oils being produced meets the high standards that have 
been established for the Company’s entry into the 
petroleum marketing business. Shipments to fulfill 
Supply commitments are now being made by both 
tank-truck and rail. 


It is of special interest that the Company’s first 
refinery is located at Prince George, in the heart of one 
of the fastest growing areas of Canada. A dependable 
nearby source of quality petroleum products should 
provide strong encouragement to the development of 
industry in this region. 


MARKETING 


The Company entered the Western Canada market 
place in the latter part of 1967, with sales of a range 
of petroleum products in the retail, commercial, 
industrial and consumer trades. 


Union seismic units on location in Northern Alberta. 


Supply and distribution commenced in northern 
British Columbia. Marketing plants were constructed 
in Prince George and Fort St. John, and other plants 
are Currently being developed. 


Five retail units were completed in British 
Columbia — two in the city of Victoria, and one in 
each of Vernon, Clinton and Fort St. John. Eleven 
others were in varying stages of construction at the 
year end. Steady progress was recorded in the build-up 
of a “land bank” to provide for future retail develop- 
ment in key centres of population and on major highway 
routes in Western Canada. 


Filter units at East Peejay water plant. 


With the opening of our distinctive modern 
Stations, the new Union 76 symbo! and corporate 
identification made their first appearance in Canada. 
As our planned program of retail development con- 
tinues, the sign of the 76 will become more and more 
familiar to the motoring public. 


FINANCIAL 


Net earnings amounted to $6,853,000 ($1.43 per 
Share), up from the $6,378,000 ($1.34 per share) 
reported in 1966. Cash flow generated from operations 
totalled $17,132,000 ($3.58 per share), compared 
with $16,953,000 ($3.56 per share) in 1966. 


New design Union 76 service station, Victoria, B.C. 
ER 


A comparative analysis of income from all sources 
follows: 


1967 1966 

Sales of crude oil, natural gas 

and refined products .... $24,443,000 $22,716,000 
Interest income ........... 562,000 723,000 
Dividends from non- 

controlled companies ... 120,000 144,000 
Profit on sale of properties . 23,000 217,000 
OlMeranthiCOmemre voce 117,000 147,000 


$25,265,000 $23,947,000 


During 1967, cash expenses exceeded those of 
1966 by $1,139,000. This increase can be attributed 


Night photo of process units at Prince George Refinery. 


to a large extent to the commencement of refining and 
marketing operations. Non-cash expense items for 
1967 were down 3% from 1966. 


Capital expenditures in cash are summarized 
as follows: 


1967 1966 
Development s.scsce wie ew ceca $ 5,227,000 $ 7,226,000 
EXDIONGUIONN, fed aktccate canna 7,507,000 7,988,000 
Refining and Marketing ... 8,701,000 2,887,000 


$21,435,000 $18,101,000 


Financial and operating statistics for the past six 
years appear on page 16 of this report. 


UNION OIL COMPANY OF CANADA LIMITED and its wholly owned subsidiary 


CONSOLIDATED BALANCE SHEET 


DECEMBER on 1967 (with comparative figures at December 31, 1966) 


ASSETS 


CURRENT ASSETS 
Cash 


Short term deposits 
Accounts receivable 
Inventories (Note 5) 
Crude oil and refined products 


Materials and supplies 


PROPERTY, PLANT AND EQUIPMENT, at cost (Note 7) 
Less: Accumulated amortization, depletion and depreciation 


OTHER ASSETS 
Long term receivables 


Investment in non-controlled companies, at cost 
Operating and performance deposits 


Prepaid and deferred charges 


Approved by the Board of Directors 
aa 
WWE; Jace 


Director 


Director 
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1967 


$ 501,435 
6,992,438 
4,402,833 


933,722 
S37 201 


13,644,129 


117,914,736 
24,274,378 


93,240,410 


Lol,621 
OO G72 
VI3,35) 
838,356 


2,/85,186 


$109;66977 25 


1966 


$ PAS cay! 
14,000,230 
4,479,862 


22,403 
533,058 


19,247,403 


100120943 
17,908,425 


82,212,493 


975,631 
642,529 
606,319 


2,224,679 


$103,684,575 


LIABILITIES 


167 


CURRENT LIABILITIES 
Accounts payable and accrued liabilities S$. 15 5615294 


BALANCE OF PURCHASE PRICE of oil and gas properties and 
other assets to be satisfied by issue of shares — 


SHAREHOLDERS’ EQUITY 


SHARE CAPITAL (Note 8) 


Authorized 
7,900,000 shares of the par 
value of $1 each 


Issued and fully paid 
1967 — 4,789,300 shares 4,789,300 
1966 — 4,768,050 shares — 


CONTRIBUTED SURPLUS (Note 8) 73,156,147 
77,945,447 
EARNED SURPLUS 26,162,984 
104,108,431 


~LO9;669;725 


i 


1966 


$ 6,673,094 


100,625 


4,768,050 
TZ5833,022 
LI COL OV2 
19,309,784 
96,910,856 


$103,684,575 


UNION OIL COMPANY OF CANADA LIMITED and its wholly owned subsidiary 


CONSOLIDATED STATEMENT 
OF EARNINGS For the year ended December 31, 1967 


(with comparative figures for 1966) 


INCOME 
Sales of crude oil, natural gas and refined products 
Other income 


Total income 


EXPENSE 
Production 
Exploration 
Rentals on unproven lands 
Amortization of unproven lands 
Depletion 
Depreciation 
Dry holes and abandonments 
Refining and marketing 
General and administrative (Note 4) 


Total expense 


EARNINGS FOR THE YEAR 


CONSOLIDATED STATEMENT 
OF SURPLUS For the year ended December 31, 1967 


(with comparative figures for 1966) 


CONTRIBUTED SURPLUS 
Paid-in premium on shares issued 
Balance January 1 
Additions during the year (Note 8) 


Balance December 31 


EARNED SURPLUS 
Net earnings retained in the business 
Balance January 1 
Earnings for the year 


Balance December 31 


i2 


1967 


$24,443,255 
821,837 


$20,260,092 


AAOZ Oe 

740,311 
1,246,834 
3,061,975 
2,451,350 
3,036; 137 
1,678,900 

O30;672 
1,006,506 


18,411,892 
$ 6,853,200 


1967 


D/ 2,03 0;0ee 
323,129 


$73,156,147 


$19,309,784 
6,853,200 


$26,162,984 


1966 


$22,716,633 
1,230,968 


$23,947,601 


4,093,168 
656,833 
1:19 5)1 15 
1,891,740 
3,881,736 
2,144,845 
2,657,200 
161,370 
887,850 


17,569,940 
$16,377,098 


1966 


$50,563,709 
22,200 ae 


$72,833,022 


$12,932,005 
6,577,091 


$19,309,784 


UNION OIL COMPANY OF CANADA LIMITED and its wholly owned subsidiary 


CONSOLIDATED STATEMENT OF 
SOURCE AND EMPLOYMENT OF FUNDS 


For the year ended December 31, 1967 (with comparative figures for 1966) 


1967 1966 
SOURCE OF FUNDS 
Sales of crude oil, natural gas, refined products and other income $25,265,092 $23,947,601 
Less: Expenditures for production, exploration, rentals on 
unproven lands, refining, marketing and general and 
administrative expense G150;400 6,994,336 
Funds provided from operations BL Ae ls les yt 16,956,265 
Issue of shares (Note 8) 3443/5 2a SOLOS 
Disposal of property, plant and equipment 128,363 255,234 
17,604,350 40,645,262 
EMPLOYMENT OF FUNDS 
Payment on account of purchase price of oil and gas 
properties and other assets acquired on December 20, 
1965, from Union Oil Company of California (Note 8) 100,625 Pica al @.8 Ne) Wo: 
Other capital expenditures 21,434,692 Le, lOraLoy, 
Total capital expenditures PANES 1S weet fh Al 367.620 
Net increase in other assets 560,507 239,039 
22,095,824 41,606,659 


DECREASE IN WORKING CAPITAL $ 4,491,474 S61 397, 
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NOTES TO THE 
CONSOLIDATED FINANCIAL STATEMENTS 


NOTE 1 SUMMARY OF ACCOUNTING PRACTICES 


The Company’s accounting practice is to charge to expense, when incurred, all exploration expenditures, including the 
cost of dry holes but excepting the cost of geophysical surveys which result in retention or acquisition of properties and 
also excepting the acquisition cost of oil and gas properties. These exceptions and the cost of successful wells are 
capitalized and, when appropriate, are amortized on a unit of production basis. 


The costs attributed to unproven lands are amortized by charging to expense each year an amount calculated to write off 
these costs over the estimated period of retention of the lands concerned. When unproven lands are surrendered, the 
accumulated amortization is reduced by the costs attributed to such lands. 


Depreciation on production equipment and facilities is calculated on a unit of production basis. The reserves used in 
this calculation are proven developed reserves. Depreciation on general facilities is calculated on a straight line basis. 


For 1967, depletion has been determined using total proven reserves, both developed and undeveloped, rather than only 
the proven developed reserves as in prior years. If depletion had been determined on the same basis as in 1966, net earnings 
for 1967 would have been jower by approximately $255,000. 


NOTE 2 PRINCIPLES OF CONSOLIDATION 


The consolidated financial statements include the accounts of Union Oil Company of Canada Limited and its wholly 
owned subsidiary Union Oil Holdings Limited. 


NOTE 3 INCOME TAXES 


Under the provisions of the Income Tax Act, the Company and the subsidiary company may deduct drilling and explora- 
tion expense from current income. Any excess of such expense in any year may be carried forward to apply against future 
income. As a result of these provisions, no income taxes were payable by either of the companies for 1967. At December 31, 
1967, accumulated drilling and exploration expense of both companies aggregating approximately $52,000,000 was carried 
forward for use in computing taxable income in future years. 


NOTE 4 REMUNERATION PAID TO DIRECTORS AND SENIOR OFFICERS 

Statement required by Canada Corporations Act: 
Total remuneration received from the Company and its consolidated subsidiary by directors of the Company, including 
directors who are officers, amounted to $56,500. 

Statement required by certain provincial Securities Acts: 


Aggregate direct remuneration paid or payable by the Company and its consolidated subsidiary to the directors and 
senior officers of the Company amounted to $197,700. 


NOTE 5 INVENTORIES 


Inventories of materials, supplies, refinery charge stocks and refined products have been valued at or below average cost 
which is less than net realizable value. Inventories of crude oil have been valued at estimated lifting cost. 


NOTE 6 COMMITMENTS AND CONTINGENCIES 


The Company has an interest of approximately 35% in a gas processing plant to be constructed in 1968 at Kaybob South 
at an estimated total cost, with related facilities, of $30,000,000. 


The Company has a contingent liability to purchase in certain circumstances, at a cost not exceeding $3,196,000, bonds 
of a pipeline company of which Union Oil Company of Canada Limited is a shareholder. 
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Unproven lands 

Proven lands 

Exploration work in progress 
Oil and gas wells and facilities 
Marketing sites and facilities 
Refinery 

Other facilities and equipment 


NOTE 8 


PROPERTY, PLANT AND EQUIPMENT 


at December 31, 1967 


be Gross 
investment 
at cost 


$ 22,642,507 
36,022,346 
“povehore el) 
42,410,873 
3,570,417 
8;295;/09 
2,173,939 


$117,514,788 
SHARE CAPITAL 


The following is a summary of shares issued during 1967: 


Issued for cash pursuant to stock options authorized in 1962 


Issued as the balance of the purchase price of oil and gas 
properties and other assets acquired from Union Oil Company 


of California on December 20, 1965 


Accumulated 
depletion, 
depreciation 
and 
amortization 


$25,213,636 
D1 397,923 


10,161,148 
2,115 
124,106 
375,450 


$24,274,378 


shares 


16,250 


5,000 
21,250 


consideration 


$243,750 


100,625 


$344,375 


Net 
investment 


$20,428,871 
24,624,423 
2,398,997 
32,249,725 
3,568,302 
8,171,603 
1,798,489 


$93,240,410 


Net 
investment 
December 
31, 1966 


$19,364,113 
26,833,984 
803,995 
30,725,347 
994,255 
2,170,968 
Se eGyll 


$82,212,493 


Credited to 


Share 
capital 


$16,250 


5,000 
$21,250 


Contributed 
surplus 


$227,500 


95,625 
$323,125 


During the year, options to purchase shares of the Company exercisable at various dates, but not later than 10 years 
from the date of issue, were authorized as follows: 


To an officer 
To officers, one of whom is a director 
To certain employees 


Date 


Shares 


March 14, 1967 
December 6, 1967 
December 6, 1967 


1,000 
9,700 
5, LO 


Price 
$32 
54 
54 


Total shares under option December 31, 1967 15,850 


AUDITORS’ REPORT 
TO THE SHAREHOLDERS OF UNION OIL COMPANY OF CANADA LIMITED 


We have examined the consolidated balance sheet of Union Oil Company of Canada Limited and its wholly owned sub- 
Sidiary as at December 31, 1967, and the consolidated statements of earnings, surplus and source and employment of funds 
for the year then ended. Our examination included a general review of the accounting procedures and such tests of the 
accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the companies as at 
December 31, 1967, and the results of their operations and the source and employment of their funds for the year then ended, 
in accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding year, 
except for the change, with which we concur, in the method of computing depletion as referred to in Note 1. 


McDONALD, CURRIE & CO. 


Calgary, February 9, 1968. Chartered Accountants. 
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1967 1966 1965 1964 1963 1962 
FINANCIAL (in thousands of dollars except where otherwise specified) 
Income from all sources $25,205 $23,947 AR $ 8,939 $ Ars $ 5,446 
Less: Expenditures for production, 
exploration, rentals on unproven 
lands, refining, marketing and 
general and administrative expense 8,133 6,994 3/451 3, LO7 2,841 2,/06 
Cash flow from operations Ly ES2 16,953 8,826 5852 4,637 2,740 
Dollars per share 3.58 3.56 2.45 1-62 1.28 0.76 
Less: Depletion, depreciation, dry holes, 
abandonments and amortization 
of unproven lands 10,279 10.575 5537 4,624 4,419 5 538 
Earnings (Loss) for the year 6,853 6,378 3,289 1,208 218 (2,598) 
Dollars per share 1.43 1.34 0.91 O733 0.06 (O77 2) 
Working capital 8,083 12574 13,535 (104) (12) 3,062 
Property, plant and equipment — net 93,240 82,7213 74,942 51,208 50,064 46,283 
Investments and other assets ZT Oo 2229 1,986 7i3 828 939 
Total assets employed 104,108 O7 O12 90,463 Sew! 50,880 50,284 
Less: Balance of purchase price of oil 
and gas properties and other assets — 101 23,367 - - - 
Other liabilities = = = 167 378 — 
Shareholders’ equity $104,108 $96,911 $67,096 $5 Ee fLO $50,502 $50,284 
Number of shares issued and outstanding 4,789,300 4,768,050 3,600,600 3,600,000 3,600,000 3,600,000 
Number of shareholders LS FO 1,451 1,865 Zeke 2,096 Zeon 
Capital expenditures 
Development drilling $. 3,465 $ 4,436 $5, oLo Sie kee iS cue de SZ 
Oil, gas and gas plant facilities 1762 2,/90 1,529 LetG2 L107 549 
Exploratory drilling 1,685 2,426 tray Gi) 839 1,105 774 
Geophysical surveys Sao 1,633 360 290 424 336 
Acquisition of oil and gas properties 
and other rights and interests 2,591 27,196 i 5a4 1,409 233k 5,681 
Refining 625 1,893 278 — = = 
Marketing 2576 994 = = = = 
Total $212535 $41,368 $ 8,547 $ 5,622 $ 8,239 $ 8,914 
OPERATING 
Net proven reserves 
Crude oil and condensate 
(thousands of barrels) 143,937 133,079 127 Ass 52,988* A eV Se 40,985* 
Natural gas liquids (thousands of barrels) 6,759 395 408 _ _ — 
Natural gas (mmcf) 405,796 403,274 367,879 PROG 266,112 254,037 
Sulphur (long tons) 1241 202 659,279 249,129 = = — 
Average net daily production 
Crude oil and condensate (barrels) 26,962 26,405 12,030 9,745 8,230 5/60 
Natural gas (mcf) PASS ils 24,028 13,700 10,600 11,500 10,400 
Land holdings (thousands of net acres) 6,169 By ode 5.625 1. 5%6 1357 4,070 
Number of employees 191 133 d2 83 TS) 76 
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HEAD OFFICE 

709 Eighth Avenue S.W., | 

Calgary, Alberta 

TRANSFER AGENT AND REGISTRAR 


The Royal Trust Company 
Montreal, Toronto, Winnipeg, 
Calgary, Vancouver 


SUBSIDIARY 
Union Oil Holdings Limited 


STOCK EXCHANGE LISTINGS 


The shares of the Company are listed 
on the Toronto, Montreal, Vancouver 
and Calgary Stock Exchanges. 

The acquisition of shares of the Com- 
pany is exempt from the application of 
the United States Interest Equalization 
Tax Act. 


AUDITORS 
McDonald, Currie & Co. 


UnI@N UNION OIL COMPANY OF CANADA LIMITED 


